
By Al Kluis

ne of the classes I enjoy teach-
ing for the Kluis Grain Trading 
Academy is “The Basics of Grain 
Merchandising.” Students in this 
class often have an aha! moment. 

Making the right grain merchandising deci-
sions involves knowing how to get your crop 
sold and understanding local basis patterns. 
For most farmers, it is also about grain stor-
age and when they need to get money out of 
the crops to make payments. It is complex. 

Merchandising is a very regional de-
cision-making process. It is different for 
every farm. However, making the right 
merchandising decision can increase your 
average selling price by 20¢ to 30¢ per bush-
el. Over the years in our academy, it’s been 
rewarding to see students understand and 
apply what they have learned about grain 
merchandising.

Here are some basics you need to put to-
gether when you begin building your grain 
merchandising game plan. Each year you 
work at this, it gets easier. 

go to elevator or processor 
websites. Determine what 
the bids are for right off 
the combine and also the 
December bid. What is the 
bid into March, May, and 
July 2022? You will see 
that corn you can deliver in 
September is worth more 
than the bid six months later.  

As a general rule, most 
years it does not pay to store 
soybeans very long. On the 
other hand, storing corn 
from the October harvest 
lows until the next spring 
usually has given you a really 
good return. This again is a 
regional decision. The right 
grain merchandising move 
in Tennessee is a lot different 
from what you would do in 
Iowa.  

When studying futures 
prices, you should not look 
just at whether the market 
is up or down. Learn to 
watch the spread from one 
contract month to the next. 
As I write these words, the 
spread between December 
2021 and March 2022 corn is 
just 8¢, the spread (carry) to 
May is 10¢, and if you hold 
all the way until July, the 

MAKE THE RIGHT MERCHANDISING 
DECISIONS THIS FALL

Watch your cash bids and deferred futures.

First, look at the 2021 crop, and track 
inventory value and week-to-week farm 
profitability. Here are the basic questions 
you start with:
• How many acres of corn, soybeans, and 
     wheat did you plant in 2021?
• What is your yield estimate for each crop?
• What is the total production you expect? 

This simple exercise is one that most 
farmers are doing right now. 

I encourage you to do this exercise each 
week and to take it one step further: Write 
down the total value of your crop. Just 
multiply your latest production estimate 
(in bushels) by that day’s grain prices (per 
bushel). 

In the incredibly volatile grain markets 
this spring and summer, farmers lived 
through huge ups and downs at the Chicago 
Board of Trade. By doing this week-by-
week exercise (and thinking in dollars, not 
just bushels) you easily can see the impact of 
higher and lower prices on your farm. 

Once you have the cash value of your crop 
written down, make some phone calls or 
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This chart shows the major low 
in April 2020 at $3.00 and the 
important secondary low in 
August 2020 at $3.07. From that 
major low, corn prices rallied for 
nine months to its highest high 
in early May 2021. Prices put in 
a secondary high in early July. 
Prices corrected down to the late 
July low at $5.50. I see a good 
chance of a lower low on nearby 
corn futures at the harvest low in 
September or October (at $4.80 
to $5.20). This chart shows sup-
port at $5.00 and resistance at 
$6.90 to $7.20. On any posthar-
vest rally to $6.90 to $7.20, I will 
get the rest of my cash corn sold 
and retain some ownership with 
July corn bull call spreads. 

Chart Source: DTN ProphetX
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and/or trader must consider 
whether this is a suitable 
investment. Past performance 
— whether actual or indi-
cated by simulated historical 
tests of strategies — is not 
indicative of future results. 
Trading advice reflects good-
faith judgment at a specific 
time and is subject to change 
without notice. There is no 
guarantee that the advice 
given will result in profitable 
trades. •

beans. If you are not comfortable doing this, 
then find someone on your farm team who 
is willing to learn how. Education is cheap. 
Making the wrong merchandising decision 
is expensive. 

Final thoughts: I am a long-term bull on 
the grain markets. I think that the major 
lows put in during the COVID-19 crisis in 
2020 are major long-term cyclical lows. I 
am also a realist. I think the grain markets 
will put in a seasonal high in spring or early 
summer 2022 and be lower — possibly a lot 
lower — by the 2022 harvest. 

Making the right grain merchandising 
decisions is one part of a successful risk 
management plan. There are two other key 
components: setting price targets (where you 
set the futures price at which you will sell) 
and being an incremental scale-up seasonal 
seller. Farmers who made cash and new-
crop pricing decisions in May and June 2021 
were well-rewarded. I think the same will 
be true in 2022. 

I enjoy seeing farmers learn key market-
ing concepts and gain control of their farm 
profits at Kluis Grain Trading Academy. As 
one student wrote on her year-end class 
evaluation, “I really enjoyed this class; it 
taught me to look at my grain like it is 
money.” That is an aha! moment that will 
last a lifetime.  

Note: The risk of loss in trading futures and/
or options is substantial, and each investor 
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December-to-July spread is just 12¢. When 
I factor in my expected basis improvement 
and the cost of borrowed money, the market 
is telling us that moving cash corn between 
December 2021 and March 2022 is the right 
merchandising alternative. 

This is a snapshot of what I am looking 
at right now, and this likely will change by 
harvest. That is why it is important to look 
weekly at your changes in basis and your 
futures alignment. 

For soybeans, the market is offering a 
big premium for September delivery. For 
farmers in the southern Corn Belt and 
Delta, selling at harvest is likely to be the 
best merchandising decision. Why hold 
cash soybeans until January 2022 when the 
January bid is 50¢ less than the September 
off-the-combine bid?  

Most central and northern Corn Belt 
farmers will not harvest soybeans until 
October or November. I expect the normal 
seasonal basis improvement by December. 
After that, the market is not giving any 
reason to hold soybeans in the bin. At the 
time I am writing this article, March 2022 
soybeans are trading at a 16¢ discount to the 
January 2022 contract. The May and July 
2022 contracts are trading at a 23¢ discount 
to the January futures. 

If you are bullish on soybeans and want 
to take advantage of a rally in the futures 
market, then holding long futures, calls, or 
call spread is less risk than holding cash soy-

Chart Source: DTN ProphetX

This chart shows the major low 
in April 2020 at $8.08 and the im-
portant secondary low in August 
2020 at $8.70. From that low, 
soybean prices put in an impres-
sive nine-month rally with prices 
peaking over $16.00 in early May 
2021. The secondary high was 
in June 2021. A possible low 
came in at $13.29 in late June. 
If that low does not hold, then I 
expect a possible harvest low in 
September or October at $12.40 
to $12.80. This chart shows it is 
difficult to sustain a rally above 
$16.00. On any postharvest rally 
to $15.70 to $16.20, I will get the 
balance of the cash soybeans 
sold. I retain some ownership 
with July soybean bull call 
spreads.

Al Kluis
Commodity Trader
Al Kluis has 
been trading 
grain futures 
since 1974. 
Sign up for a 
free trial to his  
daily morning 
email and 
weekly 
“Kluis Report” by going to 
kluiscommodities.com.
Kluis Commodity Advisors
901 - 12 Oaks Center Drive
Suite 907
Wayzata, MN 55391
888/345-2855 
kluiscommodities.com
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